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In a statement to the Randall Commission on Novem- 
ber 19, 1953, Mr. Ivar Rooth, Managing Director and 
Chairman of the Board of Executive Directors of the 
International Monetary Fund, said that the Fund is an 
international organization whose main purpose is co- 
operation in the solution of payments and exchange 
problems. “At present 55 countries are members of 
the Fund. It has an executive board of 16 members, 
each of the five countries with the largest subscriptions 
appointing one director, and the remaining members 
electing 11 directors. The purposes, powers, and scope 
of operations of the Fund are set out in its Articles of 
Agreement. United States membership was authorized 
by the Bretton Woods Agreements Act of 1945. 


Exchange problems 


“The basic premise on which the Fund was established 
is that orderly exchange arrargements are necessary in 
a world increasingly dependent on international trade 
It was foreseen that the world would 
have serious payments difficulties in the postwar period. 
Before and during World War II. there had already been 


a wide extension of abnormal exchange practices. and the 


and investment. 


postwar difficulties of a world in which many countries 
had inadequate reserves would probably mean still more 
disorderly and discriminatory exchange and trade prac- 
tices. Standards of fair exchange practice were accord- 


The Fund was 


given resources in gold and currencies which were to be 


ingly set out in the Fund Agreement. 


used to give temporary assistance to its members. It 
was thus made. in effect. an international reserve bank 
for the central hanks and treasuries of its members. 
“The Fund has had to operate in an environment of 
persistent payments difficulties. In 1946. par values were 
established for the currencies of nearly all its members 
with the knowledge that many of them would have to 
he changed after the postwar sellers’ market had come to 
an end. In 1949. the currencies of many members of 
the Fund were devalued. and both before and since 1949 
several other changes of individual par values have been 
agreed with the Fund. 
in an orderly way. despite the difficulty of determining 


These adjustments were made 


appropriate exchange rates under the abnormal condi- 
lions that often prevailed. 

“The Fund has heen entrusted by its members with a 
certain jurisdiction over their exchange practices. Many 
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countries still make use of exchange restrictions and dis- 
criminations, particularly against dollar imports. These 
are a natural consequence of persistent payments diffh- 
culties. which still manifest themselves largely as a dollar 
problem. Members that continue exchange restrictions 
and discriminations have an obligation to consult with 
the Fund. During 1952 and 1953 we have been almost 
constantly engaged in such consultations, some of which 
have proved fruitful in leading to the simplification or 
relaxation of restrictive and discriminatory systems. An 
important aspect of the consultations has been the oppor- 
tunity afforded for fruitful exchange of views on actual 
and possible economic policies conducive to the relaxa- 
tion 


of restrictions and discriminations. 


There are 
several countries to which, after careful study of their 
situations, the Fund has been able to give advice about 
the policies that were necessary for stabilizing their econ- 
omies. I believe that. without this nonpolitical advice, 
some of these countries might not have adopted these 


policies. 


Use of Fund resources 


“The Fund has resources equivalent to US$8.7 billion, 
of which $1.7 billion is in gold. $1.3 billion in U.S. dol- 
The 
Fund is authorized to use these resources to help its 
members to meet temporary payments difficulties. With- 
out help from the Fund some members would probably 


lars. and substantial amounts in other currencies. 


have felt obliged to resort to more stringent restrictions 
and discriminations. The availability of Fund resources 
encourages members to rely more on financial policy and 
less on direct controls as instruments for maintaining 
international and domestic equilibrium. and. as their 
payments position improves. to take the risks involved in 
a gradual relaxation of restrictions and discriminations. 

“The total of Fund transactions is now over $1 billion. 
Because the Fund is. in effect. a reserve institution, the 
volume of transactions must he expected to vary consid- 


In 1947 and 1948. the Fund 


of currencies. 


erably from year to year. 
sold S675 During this critical 
period before the Marshall aid program. the Fund adopted 
a hold policy—and rightly so—for helping its members. 
From 1949 to 1951 the total transactions of the Fund 
were only about $135 million. 


million 


Many of the larger 
members of the Fund were at that time receiving aid 
from the United States and were therefore advised to 
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conserve ‘their position in the Fund for future needs. 
In 1952 and 1953, the Fund has again been operating 
on a larger scale, and sales of currencies to members and 
stand-by arrangements have so far together totaled more 
than £290:million in these two years. 

“In all;-24 countries have purchased foreign exchange 
Nine 
Two other coun- 
tries have repaid their first loans, but subsequently bor- 
rowed again and are still indebted to the Fund. Repay- 
ments in gold and dollars have amounted to $266 million. 
In addition, $135 million in currencies which some mem- 
bers had paid to the Fund when drawing dollars have 
subsequently been purchased by other members. Thus, 
of the Fund's total transactions of over a billion dollars, 
more than three eighths has been repaid. Several of our 
leans: have-beén repaid. within one er, two years. 

“Most of the Fund’s transactions (about 85 per cent 
of the total amount) have been in U.S, dollars. The 
Fund has also sold three other currencies—sterling, Ger- 
man marks, and Belgian francs. Of this year’s trans- 
actions of $155 million, $84 million has been in sterling. 

“Fund resources are intended to be a second line of re- 
serves. Therefore, the basic problem in connection with 
their proper use is to get members to regard a drawing 
on the Fund in the same light as a transaction involving 


from the Fund, some on two or more occasions. 
of these countries have repaid in full. 


Members must 
be as cautious in using Fund resources as they would be 


the use of their own monetary reserves. 


in using their own reserves, and they must restore their 
positions with the Fund when their reserves increase. 
For the Fund, the problem is to give members assurance 
that its resources will in fact be available for temporary 
use iri helping to achieve the objectives of the Fund. 

“In the past two years we have taken several steps to 
make these policies clear. Members using the Fund’s 
resources.know that they are expected to repay the Fund 
within a period suited to their payments problem, not in 
excess of three years, and. as a general rule, with an 
outside limit of five years. We have established pro- 
cedures to give assurance about their use of Fund re- 
sources. A member has a practical assurance that it will 
he able to purchase from the Fund up to an amount 
equal to the gold or dollars it has contributed to the 
Fund. This is our gold tranche policy. We have also 
instituted a system of stand-by arrangements under which 
members can agree with the Fund in advance for speci- 
fied drawings during a limited period. 


Tasks of the Fund 


“In considering the future role of the Fund the first 
task is to help to restore international balance. Most 
countries are still confronted by a more or less difficult 
payments problem which manifests itself largely, though 
not exclusively, in the form of a dollar payments prob- 
lem. Aid from the United States and offshore military 
purchases have been substantial factors in improving the 
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international payments situation.. Recently, however, 
despite the necessity in many countries of, providing 
large resources for defense, there has been encouraging 
evidence: of recovery based.on firmer and more perma: 
nent foundations than external aid can provide. The 
payments problem can. be substantially solved if the mem, 
bers of the Fund pursue proper policies——that is, if the 
deficit Countries ‘apply policies that restrain excessive 
expenditure and costs, and the surplus, countries policies 
that encourage high levels of production and international 
trade. Exchange and financial policies that encourage 
foreign investment would, of course, also help to solve 
the world payments problem. 

“Appropriate national policies are the only effective 
means of solving payments problems. Indeed, one of 
the most important tasks of the Fund. is to provide tech- 
nical assistaiiee to help members’ to ‘éstablish: such policies, 
The Fund can help, encourage, and advise its members. 
But it is they, and they alone, who can put into force 
the right policies. The role I see for the Fund is similar 
to that performed by central banks. The Fund can be 
the ‘advocate of sound policies and a persuasive force in 
securing their adoption. In recent years countries have 
come to recognize more clearly than before the central 
role of financial policy in determining their payments 
position. This has made it possible for the Fund to exert 
a greater influence upon its members. The modifications 
of policy required by changing conditions are, however, 
often too long delayed, both in debtor and in creditor 
countries. The failure to appreciate the importance of 
flexibility not only in budgetary and monetary, but also in 
commercial, policy has been one of the factors that have 
in recent years slowed down our progress toward a stable 
international equilibrium. 


“The second big task of the Fund is to help its mem- 
hers in establishing the convertibility of their currencies. 
The maintenance of general convertibility depends upon 
That does not 
mean, of course, that‘all payments problems have. to. be 
solved before any currency can be made convertible. 
The convertibility of the leading currencies would be a 
powerful force inducing both the countries immediately 
concerned and others to put into effect and to continue 
the sound financial policies that are essential for a lasting 
solution of their payments problems. 


the restoration of international balance. 


“There are today a few major currencies that are 
approaching the position where they could be made con- 
vertible. When a country decides to establish converti- 
bility. it must indeed be sure of its ability, even under 
pressure, to maintain convertibility. The domestic situa- 


tion must be free of inflationary pressures, the payments 


position must be strong, the country must have accumu- 
lated reserves of its own. Assurance will probably also 
he needed of adequate financial support ‘to meet the 


initial stress or subsequent unforeseen difficulties. 
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“Convertibility is an essential requirement for effective 
competition in international trade. It is the only way 
by which countries can sell freely in any market the goods 
that they produce’ most efficiently, and buy freely in 
any market at the lowest possible price the goods that 
they consume.  Convertibility would also help to create 
conditions favorable to an expansion of international 
capital movements. The extension of convertibility is 
in the direct interest of the countries immediately con- 
cerned.’ But it is also'in the interest of the rest of the 
world, and'in particular of the United States. As U.S. 
foreign aid declines, some adjustments will be necessary 
in the U.S. economy. These adjustments will be less 
dificult if other countries have the economic strength 
associated with convertibility. This is in turn dependent 
upon the possibilities open to them to earn dollars, which 
are>linked..with. the freedenr-allowed..to them, to sell .in 
U.S.. markets. It would thus help them to maintain 
their demand for U.S. products. Progress is now being 
made in establishing the basis for convertibility. The 
payments position of many countries and regions has 
been strengthened and the reserves which are indispens- 
able for convertibility are being accumulated. The re- 
covery of the reserves of some of the great trading 
countries from very low levels has already been an im- 
portant factor in making possible a liberalization of their 
import and exchange policies. It is in the best interests 
of the United States that these reserves should be still 
further strengthened. 


“Further practical steps are now being taken in many 
countries to liberalize their trade and to minimize cur- 
rency discrimination in their import policies. For ex- 
ample, in the United Kingdom, private trade in raw mate- 
rials and some foodstuffs has been restored. Several 
commodity markets have been reopened. Others will 
follow. 


bility. 


Every such decision is a step toward converti- 


“The third big task of the Fund is to minimize the 
ititernational impact of business: fluctuations. -A_reces- 
sion in a great trading country has a considerable impact 
on the payments position of other countries. Even a 
5 per cent decline in the national product of the United 
States could result’in a 15 per cent reduction in total 
U.S. imports and a substantially larger reduction in U.S. 
imports of certain raw materials. This would hurt some 
raw material producers very severely. If other countries 
were then compelled to reduce their imports to the 
depressed level of their foreign exchange receipts, the 
export industries of the United States would be affected, 
and the recession would spread from country to country 
with increased intensity. ,. If countries could use Fund 
resources to supplement their own reserves in maintaining 
a tolerable level of imports, the international effects of a 
recession could be moderated. The sensible policy in 
international finance, as in domestic finance, is not to 
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intensify a recession by deflation but to alleviate it by a 
judicious use of credit. 

“The Fund is fully aware of its .responsibility for 
acting with determination to assist its members in lessen- 
ing the balance of payments impact of any future depres- 
sion. The Fund can operate with sufficient flexibility in 
a depression without changes in the Agreement. It 
believes that with its present machinery, and even with its 


present resources, it can make a useful contribution to 
that effect. 


“The present resources of the Fund are enough to 
meet calls for temporary assistance under existing condi- 
tions. They are enough to permit even substantial stand- 
by arrangements for members planning to establish con- 
vertibility. However, the Fund’s resources alone are 
probably not adequate if stand-by arrangements were 
necessary to support the introduction: of convertibility 
by all the leading countries, and certainly not adequate 
for a serious recession. I believe that the Fund and its 
principal members would be well advised to agree before- 
hand on at least some temporary increase im its resources 
whenever necessary. If the Fund could get increased 
resources before a recession should become serious, it 
would no doubt assist its members more freely in the 
early stages of a recession. Such action would help to 
give confidence that a recession in one country would 
not grow into a world-wide depression. 


“The key to the effective functioning of the Fund is 
always the same—sound national policies in both deficit 
and surplus countries. If countries could get rid of infla- 
tion, if they were to follow proper fiscal, monetary, and 
wage policies, and if trade policies were sufficiently 
liberalized, the objectives of the Fund could be achieved. 
The attainment of exchange convertibility and trade 
liberalization would, of course, be easier if political 
tensions were eased. 

“With their present dollar receipts, many countries are 
now in a position to acquire far more goods from the 
United States than before the war, even if the goods 
purchased through U.S. economic aid are left out of 
account. Despite this, there has been a persistent dollar 
payments problem. The world’s needs for U.S. goods 
have increased, as population has grown and employment 
has expanded. Production is greater, and investment 
All this is an 
indication of economic progress in all parts of the world. 
It is the main reason why many countries now require 
a larger volume of agricultural and industrial imports 
from the United States than they were able to purchase 
before the war. And at the same time other sources of 
supply and other markets in the iron curtain countries 
have been shut off or substantially contracted. 

“If it should become necessary, the world ¢an adjust 
itself to a smaller volume of U.S. goods. 


is at a higher level than before the war. 


As economic 
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aid is reduced, this adjustment will, indeed, have to be 
made, unless earnings from exports of goods and services 
to the United States and U.S. investments are increased. 
A balance achieved by reduced imports of U.S. goods 
will, however, mean a lower level of consumption and a 
smaller volume of investment for the world economy. The 
achievement of balance in the world economy by such 
means would be a threat to stability and order in inter- 
national economic and political relations. 

“On the other hand. an expansion of world exports 
of goods and services to the United States. even if it were 
on only a moderate scale. and some expansion of U.S. 
foreign investment would make it possible to get balance 


at a high level of world trade. Countries could then 


Europe 


European Coal and Steel Community 

Mr. Etzel. Vice-President of ECSC. reviewing for the 
ECSC Commission the latest developments in the coal 
and steel community. estimated that 1953 production of 
steel would be 40 million tons. against 42 million in 1952. 
Prices were slightly below the listed prices given by the 
enterprises to the High Authority when the common 
market opened. 

In discussing the export agreement of the producers 
(see this News Survey, Vol. V. p. 349). the wish was 
expressed that it would be voluntarily dissolved: other- 
wise the High Authority may have to consider using its 
powers under the Treaty to bring about the end of the 
cartel. In the meantime. the members of the export trust 
have announced a downward revision in prices for ex- 
ports of ECSC steel to third countries. Especially steep 
ranging from US$4 to US$9 


for steel exported to the United 


were the price reductions 
per thousand kilograms 
States and Canada. It is believed that the change was 
made because of strong competition among European 
producers and the fact that many small producers had 
already broken the export agreement. 

In regard to coal. Mr. Etzel noted three developments: 
(1) Imports of ECSC countries from the United Kingdom 
have increased greatly. to 3.7 million tons in the first 
nine months of 1953 from 2.2 million tons in the same 
period in 1952. (2) On the other hand. imports from 
the United States have decreased, to only 4.9 million tons 
during the first nine months of 1953 from 13.8 million 
during the same period in the preceding year. (3) Stocks 
in Belgium amount to about 3 million tons. of which 
about 46 per cent are low-grade coal. In France, stocks 
are about 5.7 million tons. of which only 5.8 per cent are 
of inferior coal (see this News Survey, Vol. V1, p. 142). 

The production of coal in ECSC during the first ten 
months of 1953 was about 191 million tons, against 192 
million in the same period of 1952. All countries except 
Germany and Italy reported decreases in output, the 
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continue to buy the agricultural and industrial exports 
of the dollar countries that are necessary for rising stand. 
ards of living and progressive improvement in their pro- 
duction. This would be a constructive solution, beneficial 
hoth to the United States and to the rest of the world. 
A strong pattern of international payments could then be 
established. 
mum of reliance on restrictions and discriminations. 

“It is for these reasons that the Fund, in its last Annual 
Report. welcomed the appointment of this Commission. 
What you do will considerably influence the pace of 
further progress toward the establishment of a freely 
operating multilateral payments system based on con- 
vertible currencies.” 


with convertible currencies and with a mini- 


greatest decrease being in France where production was 
43.2 million tons, against 45.9 million during the first 
ten months of 1952. Germany’s production increased by 
1.5 million tons, and Italy’s by about 40,000 tons. On 
the other hand, while nearly all countries showed an im- 
provement in coal productivity, Germany’s yield dropped 
from 1.473 kilograms per underground worker in 1952 to 
1.420 kilograms in mid-October 1953. The productivity 
of the Netherlands also decreased, from 1.623 to 1,577 
kilograms. The gains in all other countries were not 
sufficient to counterbalance these decreases, the over-all 
productivity in ECSC countries falling from 1,388 to 
1.364 kilograms in mid-October 1953. 


While the assistance of the High Authority has been 
requested for financing stocks, the High Authority be- 
lieves that the main responsibility is that of the enter- 
prises themselves and the banks of the countries con- 
cerned. However. it has promised to examine the prob- 
lem. The High Authority is not considering changing 
the maximum prices established for coal last February. 
Sources: Agence Economique et Financiére, Brussels, 

Belgium. November 4 and 16, 1953. 


U.K. Export Trends 


The U.K. Treasury’s Bulletin for Industry points out 
that, whereas between 1950 and 1952 the volume of world 
exports rose by 7 per cent, the volume of Britain’s exports 
declined by 5 per cent in the same period. This was 
probably due mainly to the heavy diversion of resources 
to rearmament (a switch which was not made by the 
United Kingdom’s principal competitors), and to the vul- 
nerability of Britain’s substantial exports of consumer 
goods to the import restrictions imposed by primary pro- 
ducing countries following the end of the 1950 price 
hoom. However, these controls were eased in the first 
half of this year, and the strain of rearmament on the 
British economy was significantly reduced; nevertheless, 
the volume of Britain’s exports in this period was about 
the same as the average for 1952, while those of the 
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United States, Germany, and Japan all showed sizable 
increases. The fact that the United Kingdom has been 
able to increase imports and to improve standards of 
consumption despite the stagnation of its exports is due 
simply to the remarkably favorable swing in its terms of 
trade. The Treasury’s general verdict is that Britain’s 
record so far this year is “not satisfactory.” 

Source: The Times, London, England, November 21, 

1953. 


U.K. Import Controls 


The Economic Secretary to the U.K. Treasury has 
made the following statement in a recent article: “The 
extent to which our imports have been freed from control 
is probably not generally appreciated. About 45 per cent 
of the total comes from sterling countries, with virtually 
no control at all. About half the remainder are also 
imported freely, and so far as the O.E.E.C. countries are 
concerned we have recently announced our intention of 
going at least to 75 per cent liberalization by the end of 
the year. From the dollar area we import freely cereals 
and certain industrial materials, metals and petroleum 
among them, and these comprise in fact about half of our 
imports from that source.” 

Source: The Journal of Commerce, New York, N. Y., 


November 18, 1953. 


Reduction of Rates on Netherlands Treasury Paper 


The Netherlands Treasury has announced the resump- 
tion of over-the-counter sales of Treasury paper, effective 
November 16, 1953. The rates for all maturities have 
been reduced by one eighth of one per cent below the 
tates which had been established on April 7 of this year. 
For one-year paper the new discount is now 0.625 per 
cent, whereas the interest rates on three- and five-year 
paper are 1.375 per cent and 2 per cent, respectively. 
Source: De Maasbode, Rotterdam, Netherlands, Novem- 

ber 17, 1953. 


Swedish Trade With U.S.S.R. 


Negotiations between Sweden and the U.S.S.R. on a 
trade agreement for 1954 were scheduled to begin at the 
end of November. The present trade agreement, which 
expires at the end of this year, contemplates deliveries to 
a value of SKr 75 million (US$14.5 million) in each 
direction. This figure was almost reached by the end of 
August for Swedish exports to the U.S.S.R., which during 
the first eight months of this year amounted to SKr 73.2 
million. Imports from the U.S.S.R. during the period 
were no more than one third of this year’s target. The 
main reasons for the contraction in imports from the 
US.S.R. are the high prices quoted, reduced Swedish 
interest in Russian agricultural products, and difficulties 
in obtaining the goods required. There has, however, 
been an improvement in Sweden’s oil imports from 


Russia; lately, these are believed to have included a cer- 
tain quantity of oil from Rumania, with which so far 
Sweden has no trade agreement because of the failure of 
the Rumanian authorities to come to terms on compensa- 
tion for nationalized Swedish property. It appears that 
the quota of 80,000 tons of oil from the U.S.S.R. will not 
only be reached but will be appreciably exceeded. 

The Russians have bought up to the agreed quotas for 
most of Sweden’s traditional export goods (mainly iron, 
steel, and machinery). and they have also shown greater 
interest in taking consumers’ goods, e.g., butter and paper. 

Developments so far suggest that Sweden will have a 
surplus in her balance of payments with the U.S.S.R. this 
year, especially since receipts from interest on “the Rus- 
sian credit” and other “invisible” items probably will 
amount to SKr 10 million. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 9, 1953; Svenska Dagbladet, Stock- 
holm, Sweden, November 15, 1953. 


Middle East 


Sudan’s Balance of Payments 


The Sudan had a balance of payments deficit of 
LE 14.2 million in 1952, compared with a surplus of 
LE 35.0 million in 1951 and a surplus of LE 5.8 million 
in 1950. For the first time since 1948, there was a trade 


deficit, which amounted to LE 13.3 million; the surplus 
in 1951 was LE 38.1 million. and in 1950 it was LE 10.3 
million. The 1952 deficit resulted from an expansion in 
imports and a substantial drop in the value of exports, 
which was due entirely to a fall in cotton prices. Imports 
in 1952 rose to LE 60.3 million, from LE 42.0 million in 
1951. and exports dropped to LE 47.0 million, from 


LE 80.1 million in 1951. The 1952 deficit of LE 0.9 
million on account of invisibles was considerably smaller 
than the deficit of LE 3.1 million in 1951 and of LE 45 
million in 1950. 

Short-term assets held abroad by banks and others fell 
by LE 13.7 million in 1952. and Sudan Government ac- 
counts abroad declined by LE 4.7 million. On the other 
hand. the long-term assets of the Sudan Government in- 
creased by LE 3.1 million. and public debts to Britain 
and Egypt. amounting to LE 0.6 million, were repaid 
during the year. The discrepancy of LE 0.5 million is 
attributable to errors and omissions. 

Source: Department of Statistics. Foreign Trade and 
Internal Statistics. Khartoum. Sudan. July 1953. 


Public Debt in Saudi Arabia 


Saudi Arabia has a total public debt estimated at 
USs50 million. Of this sum, approximately $9.8 million 
represents a funded debt to the Export-Import Bank of 
Washington as of the end of December 1952. The orig: 


inal loans of $25 million, agreed upon by the Bank in 
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January 1946 and July 1950, were partially used to meet 
postwar needs and to import materials for, among other 
things, the Jidda. pier and airport, the Riyadh airport, 
and the Jidda-Mecca road. Included also is the unpaid 
balance of an original advance of US$50 million granted 
by ARAMCO to .the Government. This advance was 
made to build a railway from the oil port of Damman to 
Riyadh, the capital. The railway was opened late in 1951. 
The final payment of this advance is due before 1960. 
The debt also covers an internal fluctuating debt owed 
mostly ‘to merchants for purchases of imported supplies, 
and an overdraft owed to the Netherlands Trading So- 
ciety, which was the Government’s banker before the 
establishment of the Monetary Agency in 1952. 


Source: The Middle East Institute, The Middle East 
Journal, Washington, D. C., Autumn 1953. 


Customs Duties in Syria 

The following increases in Syrian customs duties have 
been announced, in accordance with a decision of the 
Superior Council of Customs: movie films, 100 per cent; 
rubber tires, 5 per cent; passenger cars, 14 per cent; 
refrigerators and washers, 15 per cent. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 7, 1953. 


Lebanon's Foreign Trade 

Lebanese imports during the third quarter of 1953 
amounted to LL 82.7 million (about US$37.5 million). 
compared with LL 68.6 million during the corresponding 
period of 1952. Of this year’s total, 34 per cent was 
received from Syria, against 25 per cent during the same 
quarter of 1952. Lebanese exports increased from LL 13.4 
million in the third quarter of 1952 to LL 18.7 million in 
the third quarter of 1953. Only 16 per cent of the 
exports in 1953 went to Syria, compared with 23 per 
cent in 1952. Lebanon’s trade deficit increased from 
LL55.2 million in the third quarter of 1952 to LL 64.0 
million during the same quarter of 1953. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 


vember 4, 1953. 


Far East 


Indian Tea Restriction Scheme 

To avoid overproduction and keep prices at reasonable 
levels, the Indian tea industry has decided to retain, as a 
permanent measure, the voluntary crop regulation scheme 
introduced this year (see this News Survey, Vol. VI, 
p. 136). The news of this decision was an important 
factor in the tea auctions in London, where the price of 
Indian common tea has reached the highest level since the 
resumption of tea auctions there in April 1951. 

Only 80 per cent of North Indian producers and no 
South Indian producers. participated in this year’s re- 
striction scheme. Output in North India this. year fell by 


21.5 million pounds; however, the decrease: was probably 
due more ‘to weather conditions than to the restriction 
scheme itself, the effect of which has been mainly psycho. 
logical. The drop in the North Indian output was mon 
than offset by an increase of 7.7 million pounds in South 
India and of about 20 million pounds in: Ceylon. 

The scheme will be modified next year on ‘the basis of 
the present year’s experience. In particular, the basis fo 
fixing production quotas and the arrangements for th 
transfer of production rights will be revised, and an at. 
tempt made to bring more producers into the scheme. 
Sources: The Financial Times, London, Englarid; No. 

vember 23 and 24, 1953. 


Import Allocations in Taiwan 

For November and December, the Foreign Exchang 
and Foreign Trade Control Commission of the Taiwan 
Provincial Government has allocated foreign exchange 
equivalent to US$12 million for private imports. This is 
US$1.9 million more than the first bimonthly allocation 
announced after the adoption of the recently revised for. 
eign trade regulations and exchange application proce. 
dures (see this News Survey, Vol. VI, p. 128). 

The Bank of Taiwan began to accept applications from 
importers on November 5. Among 39 categories of com. 
modities listed for importation in the two-month period, 
industrial raw materials rank first, with US$1.75 million 
allocated; pharmaceuticals account for US$1 million; and 
the next two groups are ores, metals, and manufactures 
(US$0.9 million), and machinery and tools (US$09 
million). Also included in the US$12 million private 
imports allocation for the last two months of the current 
year is a US$1 million reserve fund for contingencies. 

Foreign trade authorities are reported to be studying 
ways of cutting down imports of medicinal herbs, salted 
fish, canned milk, and soybeans, and of using substitutes 
where possible to meet the demands of Taiwan residents 
It is reported that the import value of these four groups 
of commodities bulked large in 1952: US$22 million out 
of total annual‘ imports valued ‘at US$I'15 millién. 
Source: Chinese News Service, Press Release, New York, 


N.Y., November 17, 1953. 


Japanese Balance of Payments 

A report of the Bank of Japan states that the over-all 
payments balance for the first half of the current fiscal 
year (April-September 1953) showed a deficit of $73 
million, with total receipts amounting to $1,076 million 
and payments to $1,149 million. The deficit was abou! 
the same as that in the preceding semiannual period ($9 
million for October 1952-March 1953). 

During the six-month period of the current fiscal year, 
the trade account showed a deficit of $464 million (ex 
ports $574 million and imports $1,038 million), while 
the invisible account showed a surplus of $391 million 
(receipts $502 million and. payments $111 :million). 
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Some changes occurred in the trade pattern. On the 
export side, there was an increase of marine products to 
the dollar area and of textiles to the open account area, 
and a decrease of textiles and iron and steel products to 
the sterling area. On the import side, there! was-an in- 
crease of wool and rice from the sterling and open account 
areas, and.a decrease of wheat from the dollar area. 


Source: Asahi Shimbun, Tokyo, Japan, October 15, 1953. 


United States and Canada 


U.S, Economic Outlook 


Total output of the U.S. economy in 1953 will reach a 
new record of $368 billion, according to a forecast of 
the Board of Governors of the Federal Reserve System. 
If realized, this output would be almost 6 per cent above 
the previous recard of $348 billion reached in 1952, and 
would be attained despite a small decline in output and 
employment since mid-year. The increase in 1953 output 
can be attributed mainly to larger private spending, as 
federal government expenditures for national security 
are expected to be only slightly more than in 1952. 

Economic activity in 1954 will decline unless planned 
reductions in defense spending are offset by increases in 
business and consumer outlays. Defense expenditures 
declined slightly in the third quarter of 1953, and they 
will fall somewhat further by mid-1954 if present Admin- 
istration plans are realized. 


Source: The Journal of Commerce, New York, N.Y., 
November 27, 1953. 


(Canadian Gross National Product 


The Canadian gross national product was Can$5,327 
million in the first quarter of 1953 and Can$5,782 million 
in the second quarter; after seasonal adjustment these 
figures indicate an annual rate of just over Can$24,000 
million. In 1952, the gross national product was $23,011 
million. The second quarter rate this year represented a 
gain of ahout 7% percent over the second quarter of 1952, 
and was slightly above the very high rate reached in the 
lourth quarter of that year. Since prices were relatively 
stable over the period, the gains represent an increase in 
real production. Most of the increase is accounted for 
by a continued increase in wages and salaries, which 
supported an appreciably higher rate of ‘personal con- 
sumption expenditures. At the same time, personal sav- 
ings accounted for over 8 per cent of personal incomes. 
Government expenditure on goods and services ‘appeared 
to be leveling off at an annual rate of $4,300 million in 
the first half of 1953, compared. with $4,200 million for 
the year 1952. Gross fixed investment rose appreciably, 
from $4,138 million in 1952 to $4,425 million in the first 
half of 1953, mainly as a result of increased 'residential 
construction. There was also some accumulation of non- 
larm inventories in contrast to reductions in 1952. 


Exports recovered in the second quarter of 1953, after a 

temporary fall, but imports continued to rise throughout 

the half year, and for the six-month period: there was a 

substantial deficit on current account. 

Source: Dominion Bureau of Statistics, National Ac- 
counts Income and- Expenditure, First and Sec- 
ond Quarters 1953, Ottawa, Canada. 


Canadian Farm Income 

Western Canadian farmers will receive an estimated 
$1,104 million during 1953 from the sale of grain in 
1953 and earlier years. These are the highest payments 
on record. Nevertheless it is officially estimated that 
Canadian farm income as a whole will fall to $1,672 
million in 1953, a reduction of $228 million from the 
1952 figure and of $528 million from the peak level of 
$2,200 million reached in 1951. 
Canadian dollars.) 


Source: The Gazette, Montreal, Canada, November 19, 
1953. 


(All figures are in 


Latin America 


Economic Developments in Costa Rica 

The Costa Rican economy showed continuing signs of 
stability and progress in the third quarter of the current 
year. Commercial bank loans reached a new high of 
267.4 million colones (US$48 million)- atthe end of 
September, and bank deposits continued steady during 
the quarter. International reserves amounted to $22.8 
million at the end of the third quarter, compared with 
$17.4 million a year earlier. A supplementary budget 
bill totaling approximately 15 million colones, which 
will be financed from current surpluses, was approved on 
September 4. The principal beneficiaries: of these new 
appropriations are the Ministry of Public Works, which 
will use the amounts designated in the budget for road, 
bridge, and school construction and maintenance, and 
the Costa Rican Institute of Electricity, which will use 
the funds for internal financing of the construction of a 
hydroelectric power plant (seé this News Survey; Vol. VI, 
p- 123). 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 23, 1953. 


Investments of Oil Companies in Venezuela 

In order to maintain oil production in 1954 at more or 
less the high level of 1953, the main petroleum producing 
companies in Venezuela are planning for as high invest- 
ments this year as in 1953. The Shell Oil Company 
will invest about 375 million bolivares (about US$125 
million) ; Creole Petroleum Corporation, about 300 mil- 
lion bolivares (US$100 million); and Mene Grande Oil 
Company, about 220 million bolivares (about US$73 mil- 
lion). . (See also this News Survey, Vol. VI, p. 47.) 
Source: El Nacional, Caracas, Venezuela, November 19, 


1953. 
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Colombian Trade Agreement with Belgium-Luxembourg 
A trade agreement between Colombia and Belgium- 
Luxembourg was signed on October 2, 1953, to be valid 
for a year from that date. The agreement provides that 
the Belgium-Luxembourg Economic Union will authorize 
minimum imports from Colombia during the year of 
US$7 million worth of coffée and 30,000 tons of bananas. 
In return, the Colombian Government will add Belgium- 
Luxembourg to the countries listed in Article 4 of 
Decree No. 402 of February 13, 1952, which authorized 
certain imports only from countries with which Colom- 
bia has a trade agreement or a more or less balanced 
trade position. No limit is placed on the amounts of 
such special items that Colombia may import or on 
imports from Belgium-Luxembourg of any item whose 
importation from any country is permitted without re- 
striction. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 23, 1953. 


Foreign Investment in Argentina 

On October 16, Decree No. 19,111 was issued in Argen- 
tina, implementing Law No. 14,222 governing the invest- 
ment of foreign capital in Argentine industry and mining 
(see this News Survey, Vol. VI, p. 80). Under the new 
Decree, foreign capital may enter Argentina in the form 
of foreign currency by bank transfer or in the form of 
machinery and other goods. Firms must keep their books 
in such a way that foreign capital and capitalized profits 
can be clearly recognized. 

Investors may. after two years. transfer in foreign 
currency liquid profits up to 8 per cent a year on the 
registered capital. The limit of 8 per cent will be calcu- 
lated on the capital registered in foreign currency, with- 
out taking into account the taxes that may be levied on 
these profits or remittances. Alternatively, investors may 
capitalize profits. and may dispose within the country of 
any profits exceeding 8 per cent a year or of any that 
have not been transferred or capitalized. The capital may 
be repatriated after ten years in quotas of 10 to 20 per 
cent a year, according to the terms on which the invest- 
ment is authorized. 

The investor may not transfer profits exceeding 8 per 
cent a year, or profits not remitted within the time limit 
of one year from the closing of the balance sheet; neither 
may he compensate. transfer. or accumulate profits corre- 
sponding to different financial periods. 

Source: Bank of London & South America, Fortnightly 
Review. London. England. November 14, 1953. 


Other Countries 


Swiss Loan to Australia 

The Australian Treasurer announced on November 23 
that arrangements had been completed for a loan of 
Sw fr 60 million to the Commonwealth Government. The 


loan has been underwritten by a Swiss banking group, 
The rate of interest is 4 per cent, and the issue price 99, 
The loan is for 15 years, with the option of repayment in 
whole or in part after 12 years. 

Source: The Times, London, England, November 24 


1953. 


Capital Issues in Australia 


Capital issues control in Australia will be abolished as 
from December 31, 1953. In recent months such control 
has been eased to the extent that applications were as. 
sured of approval provided only that the purpose of the 
issue did not interfere with the defense program. 
Source: The Financial Times, London, England, Novem. 

ber 26, 1953. 


Swiss Loan to Belgian Congo 


A new 4 per cent loan to the Belgian Congo of Sw fr & 
million, carrying the guarantee of the Belgian Govern. 
ment, has been issued by a Swiss banking consortium. 
The loan was to be open for public subscription from 
November 3 to November 9. It is repayable in annual 
installments of Sw fr 5 million, beginning 14 years hence. 
Repayment will be made at the discretion of the bond. 
holder either in Swiss or in Congolese francs at the rate 
of 11.40 Congolese francs to 1 Swiss franc. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 30. 1953. 


Southern Rhodesian Gold Subsidy 


The Prime Minister of Southern Rhodesia announced 
on October 8 that the subsidy formerly paid to gold pro- 
ducers, which was withdrawn in September 1949 shortly 
after devaluation (see this News Survey, Vol. II, p. 102), 
might be reintroduced on a restricted scale. He stated that 
the number of gold producers in Southern Rhodesia had 
fallen by nearly 80 per cent in the past few years. 


Source: Cape Times, Cape Town, Union of South Africa, 
October 9, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Yeur weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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